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Tlie  Legislative  Audit  Committee 
ol  the  Montana  State  Legislature: 

Enclosed  is  the  report  on  the  audit  of  the  Legislative  Council  for 
the  two  fiscal  years  ended  June  30,  1983. 

The  audit  was  conducted  by  Kindred,  Holland  and  Company  under  a 
lunlr.iiL  In-lwccn  llic  I  i  riii  and  our  oil  ice.  Tlic  coiiiiucnts  and  recom- 
mendations contained  in  this  report  represent  the  views  ol  the  firm 
anil  not  necessarily  the  Legislative  Auditor. 

The  agency's  writtiMi  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 

/:k//-'/'.,  ...^ 

Robert  R.  Ringwood 
Legislative  Au^i'tor 
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the  report  and  the  Council's  responses  and  also  as  a  ready  reference 
to  the  supporting  cotrments.  The  full  response  of  the  Council  is 
included  in  the  back  of  this  report. 
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The  Legislative  Council  implerrent 
procedures  to  correct  the  above 
mentioned  weaknesses 


Agency  Reply;  Concur.  See  page  19. 


INTRODUCTICa^ 

We  performed  a  financial/compliance  audit  of  the  Legislative  Council  for 
the  two  fiscal  years  ended  June  30,  1983.  The  objectives  of  the  audit 
were  to:   (1)  determine  if  the  Council's  financial  statements  present 
fairly  its  financial  position  at  June  30,  1983  and  the  results  of  operations 
for  the  two  fiscal  years  then  ended;  (2)  determine  if  the  Council  conplied 
with  applicable  laws  and  regulations;  eoid  (3)  mcike  recotimendations  for 
the  improvement  in  the  management  and  internal  controls  of  the  Council. 
The  Legislative  Council  was  last  audited  in  1981. 

COST  OF  IMPLES^ENTING  RECQMMEINDATIQNS 

In  accordance  with  Section  5-13-307,  MCA,  we  analyzed  the  costs  of 
implementing  the  recanmendations  made  in  this  report.  Each  report 
section  discloses  the  cost,  if  significant,  of  implementing  the 
recortinendation . 

BACKGROUND 

The  Legislative  Council  is  an  eight-irember  council  established  by 
Title  5,  Chapter  5  and  11,  MCA.  The  Council  staff  provides  reseitrch, 
bill  drafting,  and  legal  services  to  the  legislature  and  interim 
comraittees.  The  staff  also  enrolls,  prints,  and  mails  all  bills, 
prepares  House  and  Senate  Journals  and  Session  Laws  for  publication; 
and  provides  for  the  recodification  and  indexing  of  Montcina  statutes. 

The  Legislative  Council  includes  the  following  programs ; 

Legislative  Research  Interim  Studies  and  Conferences 

Legislative  Services  Montana  Codes  Annotated 

Management  Con-Con  Publication 

Legal  Services  Commission  on  Uniform  State  Laws 

The  Legislative  Services,  Interim  Studies  and  Conferences  and  Con-Con 
Publication  programs  are  funded  by  continuing  appropriations.  The  other 
programs  are  funded  on  a  fiscal  year  basis. 
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FINANCIAL  STATE2^ENT  ADJUSITIENTS 


Accounts  Receivable 


At  June  30,  1981  the  financial  statements  were  adjusted  by  the  prior 
auditor  to  include  $  26,189  in  accounts  receivable,  resulting  in  a 
corresponding  increase  in  revenue  for  that  year.  The  Council  did  not 
make  this  adjustment  to  the  Statewide  Budget  and  Accounting  System  (SBi\S) . 
As  a  result,  when  the  accounts  receivable  were  collected  the  money  was 
recorded  as  revenue  in  fiscal  year  1981-82.  This  revenue  was  recorded 
twice,  in  both  fiscal  years  1980-81  by  the  prior  auditor  and  in  1981-82 
by  the  Council. 

Revenue  in  the  Other  Special  Revenue  Fund  was  reduced  in  1981-82  by 
$  26,189  to  adjust  for  accounts  receivable  and  revenue  recorded  in 
the  prior  fiscal  year. 

As  of  June  30,  1983,  the  Council  is  recording  accounts  receivaible,  with 
the  corresponding  revenue  adjustment,  on  SEAS. 

Inventory 

Inventory  is  recorded  on  SBAS  to  reflect  the  value  of  items  on  haiid  for 
resale.  The  costs  of  producing  the  inventory  are  expensed  as  incurred. 
A  physical  count  of  the  inventory  for  the  Montana  Code  Annotations 
publication  was  made  which  resulted  in  a  balance  different  frcan  that 
recorded  on  SBAS,  within  the  Other  Special  Revenue  Fund. 

The  inventory  and  inventory  reserve  accounts  were  adjusted  fron  $  98,505  to 
$  66,625  to  reflect  actual  amounts  on  hand  at  June  30,  1983.  This 
adjustment  has  no  effect  on  revenue  or  expenditures. 

Lease  Payable 

The  Council  has  a  capital  lease  for  three  word  processors.  The  liatbility 
for  future  minimum  lease  payments  is  $  27,875.  An  adjustment  to  the 
financial  statements  was  made  to  reflect  this  liability. 
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INTERNAL  CCNTROLS 

We  have  examined  the  financial  staterrents  of  the  Legislative  Council 

and  have  issued  our  report  thereon  dated  September  23,  ].983.  As  part  of 

our  examination  we  made  a  study  and  evaluation  of  thr  Jouncil's  system 

of  internal  accounting  control  to  the  extent  we  considered  necessary 

to  evaluate  the  system  as  required  by  generally  accepted  auditing  stiundards. 

The  purpose  of  our  study  and  evaluation  v/as  to  determine  the  nature, 

timing,  and  extent  of  the  auditing  procedures  necessary  for  expressing 

an  opinion  on  the  financial  statements.  Our  study  and  evaluation 

was  more  limited  than  would  be  necessary  to  express  an  opinion  on  the 

system  of  internal  accounting  control  taken  as  a  whole. 

The  Legislative  Council  is  responsible  for  establishing  and  maintaining 
a  system  of  internal  accounting  control.  In  fulfilling  this  responsibility, 
estimates  and  judgments  by  the  Council  are  required  to  assess  the  expecte'd 
benefits  and  related  costs  of  control  procedures.  The  objectives  of  a 
system  are  to  provide  the  Council  with  reasonable,  but  not  absolute, 
assurance  that  assets  are  safeguarded  against  loss  from  unauthorized  use 
or  disposition,  and  that  transactions  are  executed  in  accordcince  witli 
the  Council  authorization  and  recorded  properly  to  permit  the  preparation 
of  financial  statements  in  accordance  with  generally  accepted  accounting 
principles . 

Because  of  inherent  limitations  in  any   system  of  internal  accounting  control, 
errors  or  irregularities  uay  nevertiieless  occur  and   not  be  detected.  Also, 
projection  of  any  evaluation  of  the  system  to  future  periods  is  subject 
to  the  risk  that  procedures  may  becane  inadequate  because  of  changes 
in  conditions  or  that  the  degree  of  compliance  with  the  procedures  may 
deteriorate . 

The  internal  control  review  of  the  Council  was  limited  to  tests  of  controls 
over  revenue,  expenditures,  inventory,  payroll,  and  plant,  property,  and 
equipnent.  We  applied  substantive  testing  to  tliese  areas  as  it  gave 
us  rrore  effective  results.  We  also  applied  compliance  testing  to  those 
controls  dealing  with  state  laws  and  procedures. 
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Our  study  and  evaluation  made  for  the  limited  purpose  described  in  the 
first  paragraph  wDuld  not  necessarily  disclose  all  material  weaknesses 
in  the  system.  Accordingly,  vve  do  not  express  an  opinion  on  the  system 
of  internal  accounting  control  of  the  Legislative  Council  tatken  as  a 
whole.  However,  our  study  and  evaluation  disclosed  no  material  weaknesses 
in  internal  control. 

MANAGEJ'IENT  COMPLIANCE 

As  stated  above,  we  found  no  material  internal  control  weaknesses.  Our 
study  and  evaluation  disclosed  the  following  conditions  that  we  believe 
warrant  management  attention. 

Inventory 

The  Council  has  an  inventory  of  publications  for  resale,  consisting  of 
Constitutional  Convention  sets  and  Montana  Session  Laws  sets.  The 
publications  are  valued  at  a  cost  determined  on  a  reasonable  basis  by 
the  Council. 

Inventory  records  are  kept  on  a  perpetual  system,  with  sets  sold 
subtracted  fron  the  sets  originally  produced.  At  fiscal  year -end 
1983  these  records  were  used  to  determine  the  inventory  value  recorded 
on  SBAS. 

As  discussed  on  page  2 ,  the  inventory  value  of  the  Montana  Code 
Annotations  volumes  was  adjusted  to  agree  to  a  physical  count  taken. 
The  [jerpetual  records  were  inaccurate  because  of  the  production  of 
a  sixth  volume,  defective  binders,  and  sets  assigned  to  Council  staff 
not  taken  into  consideration  on  the  perpetual  records. 

The  Council  should  take  a  periodic  physical  inventory  count  to  ensure 

the  accuracy  of  the  perpetual  records.  Controls  over  inventory  v^ould  be 

enhanced  as  the  physical  count  would  provide  evidence  of  missing  or 
incoiplete  sets  of  the  publications. 
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Accounts  Receivable 

The  Council  records  accounts  receivable  on  its  publication  sales  in  a 
ledger  which  lists  sales  by  date,  invoice  number  and  ainount  of  the  sale. 
When  payrrent  is  made,  it  is  recorded  as  a  credit  to  accounts  receivable, 
but  not  tied  to  a  specific  sale. 

In  order  to  detemaine  what  sales  make  up  the  accounts  receivable  balances, 
the  Council  has  to  review  unpaid  invoices.  If  an  invoice  were  lost  or 
misplaced,  the  accounts  receivable  balance  wouldn't  agree  to  the  unpaid 
invoices,  and  it  would  be  difficult  to  determine  who  was  responsible 
for  the  amount  owed. 

When  a  payment  on  account  is  made,  it  should  be  matched  to  a  specific 
sales  invoice.  Accounts  receivable  could  then  be  determined  by  adding  tlie 
ending  sales  balances.  This  would  enable  the  Council  to  easily  identify  . 
outstanding  accounts. 

RECOMNENDATION  #1 

We  recorrtiend  that  the  Legislative  Council  implement  procedures  to  correct 
the  above-mentioned  weaknesses. 


PRIOR  REPORT  RECQ^lMaroATIC^S 

The  Legislative  Council  was  last  audited  for  the  fiscal  year  ended 
June  30,  1981  under  a  contract  witii  the  Office  of  the  Legislative  Audiuor. 
The  report  contained  four  reccnrosndations .  The  Council  has  implemented 
all  four  recamiendations . 

Costs  of  publications  have  been  defined  to  the  extent  practical.  Accounts 
receivable  are  reflected  on  SbAS  at  fiscal  year-end.  Fixed  assets  £ire 
recorded  both  on  SBAS  and  on  PAMS,  including  aggregated  items.  Legislators 
have  payroll  taxes  witiiheld  on  their  salaries  tlirough  the  sLate  central 
payroll  system. 
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TOnIAL  COMMEaSTTS 

The  preceding  ccmments  and  reccranendations  are  intended  solely  for  the 
use  of  management  and  the  legislature  and  should  not  be  used  for  any 
other  purpose.  This  restriction  as  to  use  is  not  intended  to  limit 
the  distribution  of  this  document,  which  upon  acceptance  by  the 
Legislative  Audit  Conmittee,  is  a  matter  of  public  record. 

We  thank  the  Legislative  Council  Director  and  her  staff  for  their 
cooperation  and  assistance  during  our  audit. 
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AUDITOR'S   REPORT  AND  FliSIANCIAL  STATEMENTS 


indmd 
olland 


6C  Co. 


Certified  Public  Accountants 

555  Fuller  Avenue 
P.O.  Box  245 
Helena,  MT  59624-0245 
(406)  442-4206 


Karen  M.  Booker 
Murtia  f:.  Goodell 
Michael  W.  Danzer 

Edward  C.  Kerins 

Ann  J.  Kindred 


September  23,  1983 


The  Legislative  Audit  Ccmnittee 
oi  tlie  .'•'ontana  State  Legislature: 


\\\2   luivo  examined  the  conibined  Balance  Sheets  amd  Statements  of  Revenues, 
Expenditures,  and  Changes  in  l-Xind  Balance  -  budget  and   Actual  of  the  various 
L'uJids  and  account  groups  of  the  Montana  Legislative  Council  as  of  and  for 
the'  tv,o  fiscal  years  ended  June  30,  1983.   Our  examination  was  made  in 
accordoJice  with  generally  accepted  governiinental  auditing  standards  for 
linaiiciul  aixl  ccmjjliajicu  audits  and,  accordingly,  included  such  tests  of 
the  accountincj  records  and  sucn  other  auditing  procedures  as  vaj  considered 
necuss^-y  in  tlie  circumstances. 

in  oui  opinion,  the  Linajiciai  stxitements  referred  to  above  present  fairly 
uhe  financial  position  of  such  funds  and  account  groups  of  the  Montaiia 
Legislative  Council  at  June  30,  1983  and  the  results  of  its  o[X2rations 
ojv.  tlie  clianges  in  fund  balances  of  such  funds  for  the  two  fiscal  years 
then  ended,  in  conformity  with  generally  accepted  accounting  principles  which 
liave  been  applied  on  a  consistent  basis. 

Oar  exai-.iination  v;as  made  for  the  purtjose  of  fonrung  an  opfjiion  on  the 
basic  Linancial  statcsaants  taken  as  a  whole.  The  columns  titled  "Total  - 
>VHiX)randun^.  Only"  and  the  acconpanying  Schedules  of  Ex^jenditures  by  Object 
ajid  ScliLxiule  of  Adjustments  to  SBAS  are  presented  as  supplemental  infonnation, 


Member,  American  Institute  of  Certified  Public  Accountants, 

I'livate  Culi\iial\y  1'ldi.lii.i;  ^I'Uiun: 

Member,  Munlaiia  Society  ol  Certified  Public  Accountants 
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Legislative  Audit  Carmittee 
SepteaT\Jx2r  23,  1903 
Piigo  'iV.o 


This  information  has  been  subjected  to  the  auditing  procedures  applied  in 
the  examination  of  the  basic  financial  statements  and,  in  our  opinion, 
is  fairly  stated  in  all  material  respects  in  relation  to  the  basic  fineincial 
statements  taken  as  a  whole. 


KINDRED  HOLLAND  &  CO. 
Certified  Public  Accountants 
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LSinSIAriVE  OOUCIL 

coeiicz)  auMC£  scrr 

ALL  FUO  nPES  MCKOXHr  CSCfTS 

JUE  30,   1963 


Caah  in  TtVAaury 

tecointa  reoelv&bia 

fterclMndlao  iirnntory 

Lqulpnant 

Aensita  «vailabLe  to  pay  aooount* 

poyabla  and  accnjed  oqaenditurca 
/CDunt  to  te  providad  for  payment 

of  Laaae  ILabiUty  Otote  7} 
Total  Asaeta 


OenexKl      '^r*^'»^  f^r^irur      Othar  SpaclaX 
t\md  rmd  RBWW  yxrt 


HO. 360 
S  iSA.  310  $  ^ 


Llabllltleai 

Acoounta  payable 

Due  to  Stats  of  Kmtana 

Laaaa  payabla  (Itota  7) 
Tbtal  LlabLUtxea 


IrTivatnant  in  9eneral  fixed 
ftoaarva  Cor  invontoxy 
fund  balanoa 


i  27.675  S  120. m 


Tfw  afxnuMjiying  notjaa  ara  an  integral  part  of  thsao  atatonenta. 


LEGISIATIVE  COUNCIL 
'ATEMEMT  OF  FEVENUE,    EXPEHDITURES ,   AND  CHANGES 

IN  FUND  BAIAHCE  —  BUDGET  AND  ACTUAL 
),    SPECIAL  REVQJUE  FUND,   AND  OTHER  SPECIAL  REVENUE  FUND 
FOR  THE  FISCAL  YEAR  E3TOING  JUNE  30,    1983 


Variance       Budget 


■•  180,000  S  206,835       S  26,835 


Expenditures: 

Legislative  research 

Legislative 

Managanent 

Interim  studies  and 

conferences 
Montana  Code  Annotated 
Con-Con  piiblication  project 
1  Uniform  State 


Total  Expenditures 
ler)   current  expenditures 


1,649,667 

457,072 
370,476 

204,473 

49,313 


269,940 

1,217,648 

285,144 

335,521 

165,340 

14,058 
5,191 


39,133  S  18,279  S     5,219     S  13,060 


■8,401)    (2,273,518)      (724,81 


(13,060)        100,000 


Support  fran  the  Capital 
land  Grant  Account 

Support  fran  Renewable 
Resource  EPIC  Fund 


Fund  balance  July  1,  1982 
Fund  balance  June  30,  1983 


2,998,401        2,273,518 


9,291         3,401  5,890 

8,998         1,818  7,170 

18,279         5,219         13,060 


0  100,000       127,936  27,936 

0         455,590       455,590  0 

_g     S  555,590  $  583.526     S     27.936 


I£CISLATIVE  OOLNCIL 

STATEMEI7T  OF  REVEWUE,  EXPEMDITURES ,  AND  CHANGES 

IN  FUND  BAIANCE  —  BUDCS:!'  AND  ACTUAL 

GEKERAL  FIM),  SPtXTIAL  REVENUE  FUND,  AND  OIUER  SPECIAL  REVENUE  FUND 

FOR  THE  FISCAL  YEAR  EMDING  JUNE  30,  1982 


Publication  sales 


S         21,000  S         22,9B8     S       1,' 


GOVEPMMEMTftL  FUND  TYPES 


Other  Special  Revenue  Fund 
!         Budget        ActuaT      Variance" 

S  375,000  S  410,776       $  35,776 


Expenditures: 

Legislative  research 

Legislative  ! 

Managenent 

Legal  ! 

Interim  studies  and 

conferences 
Montana  Code  Annotated 
Con-Con  publication  project 
Ccnmission  on  Uniform  State 

Ibtal  Eicpenditures 


271,333  241,328  30,005 

1,034,132  710,471  323,661 

303.813  230,225  73,588 

354,393  318,349  36,044 


312,503  201,173 

193,884  144,572 

13,920  10,602 


2,483,978       1,856,720 


111,330  S  30,1 


30,000       11,721 


2,978)    a, 833, 732)      (629,246)    (30,000)    (11,721)      {18,279)        (43,200) 


Support  frcm  the  Capital 
I^nd  Grant  Account 

Support  from  Renewable 
Resource  EPIC  Fund 


1,833,732         629, 2. 


15,000         6,012 


2,462,978       1,333,732         629,246       30,000       11,721         18,279 


expenditures  and  other  sources 

Fund  balance  July  1,    1981 
Adjustment  to  fund  balance 

{Note  6) 
Adjusted  fund  balance  July  1,  1981 

Fund  balance  June  30,  1982 


(43,200)    2,292 
589,340 


0  S  410,098  5  455,590 


I  integral  part  of  these 


LEGISIATIVE  COUNCIL 

NOTES  TO  TI-E  FFNANCLAL  STATEMENTS 

FISC/U.  YEARS  ENDED  JUNE  30,  1983  AND  JUNE  30,  1982 


NOTE  1.   SUWV^RY  UF  SIGNIFICANT'  ACCOUNTING  POLICIES 

Basis  of  Accounting 

The  iiwceaing  financial  statements  were  prepeired  from  the 
Stutevade  budgeting  and  Accounting  System  with  adjustments. 
The  Legislative  Council  is  a  segn^nt  of  the  Legislative  Breinch 
of  the  State  of  Ntontana. 

The  accounting  records  are  imaintaiiied  on  the  modified  accrual 
basis  of  accounting.  Under  the  modified  accrual  basis  of 
accounting,  exi^enditures  cure  recorded  on  the  basis  of  uicurrcd 
costs  or  legal  liability  and  revenues  are  recorded  when  received 
in  cash  unless  susceptible  to  accrual.  l<evenues  are  susceptible 
to  accrual  if  (1)  they  are  n-easurablo  and  available  Lo  finance 
GX|X2nditLU-os  of  tlio  fiscal  period  or  (2)  are  material  in  amount 
and  are  not  received  at  tlie  normal  time  of  receipt. 

Fund  Types  and  Account  Groups 

The  State  of  rtontana  accounts  are  organized  by  a  fund  structure 

as  outlined  in  Section  17-02-102,  MCA.  For  financial  presentation, 

these  funds  have  been  reclassified  according  to  the  GovenTrontal 

/\ccounting_  and  j\Lncmca^J^eportiTig__^^^ 

issued  by  the  National  Council  on  Governmental  Accounting. 

Governn'ental  E^ands 

General  Pund  —  To  account  for  all  financial  resources  allocated 

by  the  State  for  support  of  the  agency's  programs  iuid  admiiiistracion. 

Special_  l<ovenue_Fund  —  To  account  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditure  for 
specified  purposes. 
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LEGISLATIVE  COUNCIL 

NOTES  TO  THE  FINANCIAL  STATEMENTS 

FISCAL  YEARS  ENDED  JUNE  30,  1983  AND  JUNE  30,  1982 


NOTE  1 .   SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES   (Continued) 

Other  Special  Revenue  Fund  —  To  account  for  the  proceeds  of 
publication  sales.  This  fund  is  used  rather  than  a  proprietary 
fund,  as  it  is  controlled  by  the  Council's  budgeting  process. 
Inventory  costs  are  expensed  as  incurred,  rather  than  when 
publications  are  sold. 

Ajccount  Group 

General  Fixed  Assets  —  To  account  for  fixed  assets  in  a  self- 
balancing  group  of  accounts. 

General  Lease  Liability  —  To  account  for  future  roinimum  lease 
payments  for  which  the  Council  is  obligated. 

NOrE  2.      VACATION  AND  SICK  PAY 

Liabilities  incurred  because  of  unused  vacation  cind  sick  pay  by 
employees  are  not  reflected  on  the  financial  statements.  The 
related  ex[3e:iditure  is  recorded  when  paid.  Penranent  employees 
are  allovA2d  to  accumulate  aind  carry  over  a  maximum  of  two  yecirs' 
vacation  into  a  new  calendtu:  year.  Excess  vacation  time  is  not 
forfeited  if  taken  within  90  days  from  the  last  day  of  the  calendar 
year.  U[X)n  termination,  qualifying  permanent  employees  having 
unused  accumulated  vacation  and   sick  leave  receive  payment  for 
vacation  on  a  100  percent  basis  and  sick  leave  on  a  25  percent 
basis.  The  amount  of  the  liability  associated  with  unused 
accumulated  vacation  and  sick  leave  at  June  30,  1982  and   June  30, 
1983  is  not  readily  determinable. 
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LEGISLATIVE  CDUNCIL 

NOa'ES  ID  TliE   FINANCIAL  STATEMENTS 

1-TSCAL  YE/M^  ElNlDED  JUNE   30,    1983  At^JD  JUNE   30,    1982 


NOn^  3_.      GENERAL  FIXED  ASSETS  AND  IMPLEMENT'ATIQN  OF  PAMS 

General   fixed  assets  ctre  expensed  at  the  time  of  purchase.     The 
Legislative  Council  accounts  for  fixed  assets,    recorded  at  cost, 
on  the  Proix;rty  Accountability  Management  System   (PAMS) .     Fixed 
assets  recorded  on  PAMS  consist  of  assets  of  a  relatively  [x;nnanont 
nature  witJi  a  useful  life  of  more  than  one  year  and  a  unit  or 
aggregated  cost  of  $  200  or  more.      Depreciation  is  not  recorded 
for  general  fixed  assets. 

mVE  4.    _  l^riRFNlENT  SYSTEM  OBLIGATIONS 

liii[jloyees  at  tlie  I^egislative  Council  are  covered  by   the  PuJjJic 
Employees'    Retirement  Plan.     This  contributory  retirement  plan 
involvi.-s  ia;it(.:hiiig   i.miounl:s  paid   by   fho  cligibk.'  ciiiploycK'  aiid 
L'mployer.      The  agency   incurred   [Xinsion  |jiuii  cosLs  ol    ■'.'■   'ji,U'jii 
ULirmg    Li  seal  year  1981-82  and   $   54,637  during    fiscal   ycvu 
1982-83.     The  State  contributes  G.2  [jercent  of  un  employee's 
gross  v/ages  and  the  emj^iloyee  contributes  6  [jercent  of  his/her  gross 
v/ages  to  the  plan. 

The  State's  [XDlicy  is  to  fund  accrued  [:iension  costs.     The  Public 
l^ployees'    Itetirement  System  was  actuarially  sound  at  Juno  30, 
1982,    the  date  of  the  most  receiit  actuarial  valuation.     The 
unfunded  [jast  service  costs  dmd  the  actuarially  computed  value  of 
vested  Ijenefifs  were  not  readily  availa):)le  for  momlx-rs  of  the 
plan  emj^loyed  by  tlie  agency. 

NOTE   5.      BUDGET  INFORMATION 

The  Ijcgislative  Council  utilizes  a  fixed  annual  basis  of  budgeting 
for  its  research,  management,   legal  services,   Montana  Code  Annotated, 
and  NCCUSL  programs.      Under  tlie  fixed  emnual  method,    appropriations 
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LEGISLATIVr;  COUNCIJ. 

NQi'ES  TO  11-lE  FINAMCIAL  STATH^IENTS 

l^ISavL  YEARS  ENDED  JUNE  30,  1983  AND  JUNE  30,  1982 


NOTE  5.   BUDGEl'  INFORf^TION  (Continued) 

of  specific  dolliir  amounts  axe   set  for  each  fiscal  yeiur  of  a 
biennium  by  the  Legislature.  At  the  end  of  each  year,  the 
remaining  appropriation  balance  reverts  to  the  fund  of  original 
approijriation.  The  reverted  aii[jropriation  may  be  used  in  the 
subso^ruent  year  as  authorization  for  valid  prior  year  obligations. 

The  Couiicil  utilizes  a  biennium-based  budget  for  its  programs  relating 
directly  to  serving  tlie  legislature  Laid   the  interim  studies  and 
conferences  [jrocjrams.  Continuing  appropriations  of  s|X2cific  dollar 
amounts  are  set  for  each  biennium,  with  uns]jent  Ixilajices  carried 
forward  to  subsequent  fiscal  years  of  the  biennium.  At  the  end  of 
each  bieiuiium,  the  remaining  appro[)riation  reverts  to  the  fund  of 
original  appropriation.   The  reverted  appropi'iation  iiu^y  tx-  uscxi  in 
tht'  suljscxiueuL  year  as  authorization  Cor  valid  [;ri.or  year  oijligaLioiis. 

The  Council's  Con  Con  publication  [jroject  v;as  originaUy  funded 
in  1977.  I'lie  appropriation  v/as  continued  until  the  funding  was 
fully  exi^nded.  An  additional  appropriation  was  approved  by  the 
Legislature  in  1981.  As  of  June  30,  1983  all  unspent  funds 
reverted  to  the  geiieral  fund. 

NOTEJ..    Ajxnj&n-Ern'  to  fund  balance 

The  fund  balance  iii  the  Other  Special  Revenue  Fund  at  June  30,  1981, 
v/hich  was  audited  by  other  auditors,  is  misstated.  The  balance 
of  $589,340  includes  the  value  of  year-end  inventory,  which  should 
be  recorded  in  a  sepcurate  inventory  reserve  account.  T'he  original 
balance  has  been  reduced  by  $136,042,  the  value  of  the  inventory,  and 
is  restuLed  at  Ihe  correct  tjaiance  ol.  $413  J,  298. 
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LEGISLATIVE  COUNCIL 

NarES  TO  Tl-IE  FINANCIAL  STATEMENTS 

FISCAL  YEARS  ENDED  JUNE  30,  1983  AND  JUNE  30,  1982 


NOTE  7.   LEASE  PAYABLE 


The  Council  has  a  capitalized  lease  for  the  purchase  of  three  word 
processors  with  a  private  company.  The  liability  for  the  lease  has 
been  included  in  the  financial  stateitients  with  a  corresponding  asset 
recorded  in  PAMS.  The  Council  is  obligated  for  monthly  payments  of 
$844.69  through  March,  1986. 

The  Council '  s  ccftmitnient  under  the  lease  agreement  provides  for 
the  following  minimum  lease  payments: 

Fiscal  Year 
Ending  June  30 

1984  $  iO,13G 

1985  10,136 

1986  7,603 
$  27.875 
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LEGISLATIVi,  COUNCIL 

SCHEDULE  OF  EXPENDITUl^S  BY  OliJECT 

TUX  FUNDS  COfffiltJED 

TOR  TTIE  FISCAL  YEARS  ENDIInIG  JUNE   30,    1983  AND  JUNE    30,    1982 


1983 


1982 


Personal  Services: 
Salaries 
Benefits 


Operating  Expeiises: 
Contracted  services 
Supplies  and  materials 
Ccmmun  i  ca  t  ion  s 
Travel 
Rent 

Repair  and  maintenance 
Other  expenses 


Equiprrent 

Total  Expenditures 


<^ 

1, 

,027,437 
174,057 

$ 

897,455 
162,317 

1, 

,201,494 

742,827 
37,772 
61,812 
67,063 
63,223 
7,038 

1, 

,059,772 

865,497 
9,982 

40,603 

100,098 

50,556 

1,554 

1, 

66,547 
;  046 , 282 

r, 

87,440 
,155,730 

h 

129,184 

,376,960 

61,422 

$ 

5  h 

,276,924 
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LEGISLATIVE  COUNCIL 
SCHEDULE  OF  ADJUSTMENTS  TO  'illE  STATEWIDE 
BUDGET  AND  ACCOUNl'ING  SYSTEM  (SBAS) 
FOR  FAIR  FINANCIAL  PRESEInITATION 


Recorded 
Recorded    Increase    On  Financial 
On  SBAS    (Decrease)    Sta tenants 


1981-82 


Other  Special  Revenue  Fund 

Publication  sales  $  436,965   $(26,189)     $  410,776 

The  Council  did  not  adjust  SBAS  for  the  accounts  receivable  recorded  on 
the  financial  staterrents  by  the  prior  auditor.  This  adjustment  is  made 
to  reduce  1981-82  revenue  by  the  axrount  recorded  as  accounts  recoiveiblc 
daring  the  1980-81  fiscal  year. 


1982-83 

Other  Special  Revenue  Fund 

Inventory  $  98,605   $(31,980)      $  66,625 

Reserve  for  inventory  98,605    (31,980)        66,625 

The  Council  recorded  the  balances  in  these  accounts  prior  to  our 
physical  count  of  publications.  The  adjusted  balance  reflects  the 
actual  inventory  on  hand  at  fiscal  year  end. 


General  Lease  Liability  Account 

Amount  to  be  provided  for 

payn^t  of  lease  liability  $  0   $  27,875      $  27,875 

Lease  i^ayable  0     27,875        27,875 

We  included  this  account  on  our  financial  statements  to  reflect  the 
amount  ov/ed  on  a  capitalized  lease. 
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AGENCY  RESPONSES 


HOUSE  MEMBFRS 

HE  ■•  M4ME. 
CMAIRMAr. 
RALPH  b   EUDAliT 
noBEnt I    MARKS 

JCHU  .ir.CENI 

SENATE  MEMBERS 

-'.  vFN  C   KOlSTAT 
.   .  I   ChAIRMAP. 
M   f.   JANIElS 
Wr  M   OOGOO'.  FM 


3^^011^11^  ^cgtalatilic  (Cuunctl 


(406)  449-3064 

October    21,    19B3 


DIANAS.  OOWLING 

EXECUTIVE  DIHECTOR 

CODE  COMMISSIONER 
ELEANOR  ECK 

ADMINISTRATIVE  ASSISIANI 
MARILYNN  NOVAK 

OIRLGTOR   LEOISLATIVt  SlIWICI'- 
ROBERT  PERSON 

DIHECTOR   RESEARCH 
SHAflOLE  CONNELLY 

DIRECTOR,  ACCOUfJlING  DIVISION 
ROBERT  C  PYFEn 

DIRECTOR   LEGAL  SERVICES 


AGENCY  RESPONSE 


We  aqree  witli  the  rocommendation  and  plan  to  implement  such 
procedure  in  conjunction  with  our  automation  of  our  enti 
invoice- inventory  process,  hopefully  within  the  year. 
inipleinent  such  a  system  manually  would  mean  .several  thousa 
invoice  numbers  having  to  be  manually  entered  in  two  plac 
rather  than  the  one  place  they  are  now  entered.  We  agree  wi 
the  statement  that  if  an  invoice  were  lost  or  misplaced,  it  wou 
be  difficult  to  determine  v/ho  owed.  ?Iowever,  it  would  not 
impossTble ,  and  manueii  implementation  seem;;  to  cr(.>;i 
di  f  r  icul  t  i  p;;  and  cause  much  extra  paper  work  to  cun-  a  probl 
that  may  never  come  into  being. 
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Diana  S.  Dow ling 
Executive  Director 
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